
Local Government Type

Audit Date Date Accountant Report Submitted to State:

Michigan Deptartment of Treasury
496 (2-04)

Auditing Procedures Report
Issued under P.A. 2 of 1968, as amended.

City             Township           Village           Other

We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

Certain component units/funds/agencies of the local unit are excluded from the financial  statements.

There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

The local unit has been delinquent in distributing tax revenues that were collected for another  taxing unit.

The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned
pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding
credits are more than the normal cost requirement, no contributions are due (paid during the year).

The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

We affirm that:

We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.

We are certified public accountants registered to practice in Michigan.

1.

2.

3.

4.

5.

6.

7.

8.

9.

1.

2.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

No

No

You must check the applicable box for each item below.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the report of 
comments and recommendations

Opinion Date

Enclosed
To Be

Forwarded
Not

Required

The letter of comments and recommendations.

Reports on individual federal financial assistance programs (program audits).

Single Audit Reports (ASLGU).

We have enclosed the following:

CountyLocal Government Name

State ZIP
Code

CityStreet Address

Certified Public Accountant (Firm Name)

Accountant Signature Date

✔ Village of Benzonia Benzie

2/28/05 7/7/05 8/30/05

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

J L Stephan Co, PC

862 E. Eighth St. Traverse City MI 49686

8/30/05



Village of Benzonia 
Benzie County, Michigan 

 
Audited Financial Statements  

 
For the Year Ended February 28, 2005 



 
TABLE OF CONTENTS 

 Page 
 
FINANCIAL SECTION 
 

Independent Auditor’s Report 1 
 
Financial Statements 
 

 Exhibit 
 A Government Wide Statement of Net Assets 2  
   
 B Government Wide Statement of Activities 3 
 
 C Governmental Funds Balance Sheet 4 
 
 D Reconciliation of the Balance Sheet to the 
  Statement of Net Assets 5 
 
 E Governmental Fund Statement of Revenue, 
  Expenditures and Changes in Fund Balance 6 
 
 F Reconciliation of the Statement of Revenue, Expenditures, 

And Changes in Fund Balances of Governmental 
Funds to the Statement of Activities 7 

 
 G Proprietary Fund Statement of Net Assets 8 
 
 H Proprietary Fund Statement of Revenue, Expenses 
  and Changes in Net Assets 9 
 
 I Proprietary Fund Statement of Cash Flows 10 

 
J Fiduciary Fund Statement of Net Assets 11 
 
K Fiduciary Fund Statement of Changes in Net Assets 12 
 

Notes to Financial Statements 13-24 
 
REUIRED SUPPLEMENTAL INFORMATION 

  
Schedule 

1 Budgetary Comparison Schedule – General Fund 25 
 
2 Budgetary Comparison Schedule – Major Streets Fund 26 
 
3 Budgetary Comparison Schedule – Local Streets Fund 27 

 



 
TABLE OF CONTENTS 

 Page 
OTHER INFORMATION (UNAUDITED) 
 

Comments and Recommendations 28-29 
 
FEDERAL FUNDS SECTION 
 

Report on Compliance and on Internal Control Over 
Financial Reporting Based on an Audit of Financial  
Statement Performed in Accordance With Government  
Auditing Standards 30 



 

 

FINANCIAL SECTION 



 

J L Stephan Co PC Jerry L. Stephan, CPA 

Marty Szasz, CPA Certified Public Accountants 
David Skibowski, Jr., CPA 

 

862 East Eighth Street • Traverse City, MI  49686 
(231) 941-7600 • E-mail:  jstephan@jlspc.com • Primary Fax (231) 941-1996 • Alternate Fax (231) 929-3350 

INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the Village Council 
Village of Benzonia 
Benzonia, MI  49616 
 
 
We have audited the accompanying financial statements of the governmental activities, 
business type activities and each major fund of the Village of Benzonia as of and for the year 
ended February 28, 2005 as listed in the table of contents.  These financial statements are the 
responsibility of management.  Our responsibility is to express an opinion on these financial 
statements based on our audit. 
 
We conducted our audit in accordance with accounting standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States.  
These standards require that we plan and perform the audit to provide reasonable assurance 
about whether the financial statements are free of material misstatement.  An audit includes 
examining on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the governmental activities, business-type activities and each major fund 
of the Village as of February 28, 2005 and the respective changes in financial position and cash 
flows thereof for the year then ended in conformity with accounting principles generally 
accepted in the United State of America. 
 
As described in Note 1, the Village has implemented a new financial reporting model, as 
required by provisions of GASB Statement No. 34, Basic Financial Statements – and 
Management’s Discussion and Analysis – for State and Local Governments, as of March 1, 
2004.  The accompanying statements do not present a management’s discussion and analysis, 
which would be an analysis of the financial performance for the year.  The Governmental 
Accounting Standards Board has determined that this analysis is necessary to supplement, 
although not required to be a part of the basic financial statements. 
 
In accordance with Government Auditing Standards, we have also issued our report dated July 
7, 2005, on our consideration of the Village of Benzonia’s internal control over financial reporting 
and our tests of its compliance with certain provisions of laws, regulations, contracts and grants.  
That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be read in conjunction with this report in considering the results of our 
audit. 
 



   

 

The budgetary comparison information on pages 25-27 are not a required part of the basic 
financial statements but are supplementary information required by accounting principles 
generally accepted in the United States of America.  We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the required supplementary information.  However, we did not 
audit the information and express no opinion on it. 
 
 

 
 
July 7, 2005 



Village of Benzonia
Government Wide

Statement of Net Assets
February 28, 2005

Exhibit A     

Business
Governmental Type

Activities Activities Total

Cash and Cash Equivalents 373,180$     128,683$     501,863$     
Investments -                   -                   -                   
Receivables 67,249         17,822         85,071         
Capital Assets 219,575       835,104       1,054,679    

Total Assets 660,004       981,609       1,641,613    

Accounts Payable -                   -                   -                   
Accrued and Other Liabilities -                   -                   -                   
Due to Other Funds 2,985           39,479         42,464         
Deferred Revenue 18,261         -                   18,261         
Non-Current Liabilities

Due within one year -                   16,000         16,000         
Due within more than on year -                   665,000       665,000       

Total Liabilities 21,246         720,479       741,725       

Net Assets
Invested in Capital Assets - net of related debt 219,575       (1,048,897)   (829,322)      
Restricted

Debt Service -                   99,528         99,528         
Unrestricted 419,183       1,210,499    1,629,682    

Total Net Assets 638,758$     261,130$     899,888$     

Assets

Liabilities

The Notes to Financial Statements are an integral part of this statement
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Village of Benzonia
Government Wide

Statement of Activities
For the Year Ended February 28, 2005

Exhibit B     

Operating Capital
Charges for Grants and Grants and Governmental Business-Type

Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary Government

General Government 99,647$       1,830$         -$                 -$                 (97,817)$      (97,817)$      
Public Safety -                   -                   -                   -                   -                   -                   
Public Works 81,317         23,745         70,614         -                   13,042         13,042         
Health and Welfare -                   -                   -                   -                   -                   -                   
Community and Economic Development -                   950              -                   -                   950              950              
Recreation and Culture 7,979           -                   -                   -                   (7,979)          (7,979)          
Internal Service Fund 43,285         5,137           -                   -                   (38,148)        (38,148)        

Total Governmental Activities 232,228       31,662         70,614         -                   (129,952)      (129,952)      
Business-Type Activities

Water System 128,091       72,846         2,000           -                   -                   (53,245)$      (53,245)        

Total Primary Government 360,319$    104,508$    72,614$      -$                (129,952)    (53,245)      (183,197)    

General Revenues
Property Taxes 126,372       26,663         153,035       
State Shared Revenues 43,454         -                   43,454         
Interest 10,248         547              10,795         
Refunds 1,449           145              1,594           
Rents -                   12,822         12,822         
Miscellaneous/Donations 500              -                   500              
Disposal/Sale of Assets 2,250           -                   2,250           
Net Transfers In/(Out) -                   -                   -                   

Total General Revenues and Transfers 184,273       40,177         224,450       
Change in Net Assets 54,321         (13,068)        41,253         

Net Assets - Beginning 584,437       274,198       858,635       

Net Assets - Ending 638,758$    261,130$    899,888$    

Program Revenues
Net (Expense) Revenue

and Changes in Net Assets
Primary Government

The Notes to Financial Statements are an integral part of this statement
3



Village of Benzonia
Governmental Funds

Balance Sheet
February 28, 2005

Exhibit C     

Major Local
General Streets Streets Total

Cash - Unrestricted 56,939$       72,844$       130,233$     260,016$     
Taxes & Fees Receivable 12,123         -                   6,138           18,261         
Due from State -                   2,673           1,767           4,440           
Due from Other Funds 41,240         1,925           1,328           44,493         
Total Assets 110,302       77,442         139,466       327,210       

Due to Other Funds 2,985           -                   -                   2,985           
Deferred Revenue 12,123         -                   6,138           18,261         
Total Liabilities 15,108         -                   6,138           21,246         

Fund Balances
Fund Balances - Unreserved 95,194         77,442         133,328       305,964       

Total Fund Balances 95,194$       77,442$       133,328$     305,964       

Assets

Liabilities

The Notes to Financial Statements are an integral part or this statement
4



Exhibit D     

Fund Balance - Total Governmental Funds (Exhibit C) 305,964$     

Amounts reported for governmental activities in the statement of net assets
are different because:

General Governmental Capital Assets of $256,062 net of accumulated
depreciation of ($94,230) are not financial resources and not reported in
in the funds. 161,832       

Internal service funds are used by management to charge the costs
of certain activities to individual funds.  The assets and liabilities
of the internal service fund are included in governmental activities
in the statement of net assets 170,962       

Net Assets of Governmental Activities 638,758$     

Village of Benzonia
Reconciliation of the Balance Sheet

to the Statement of Net Assets
February 28, 2005

The Notes to Financial Statements are an integral part of this statement
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Village of Benzonia
Governmental Fund

Statement of Revenue, Expenditures
and Changes on Fund Balance

For the Year Ended February 28, 2005

Exhibit E     

Total
General Major Streets Local Streets Governmental

Fund Fund Fund Funds
Revenues

Property Taxes 82,514$          -$                    43,858$          126,372$          
Licenses & Permits 2,780              -                      -                      2,780                
State Grants 43,454            42,327            28,287            114,068            
Charges for Services 23,745            -                      -                      23,745              
Interest Earned 815                 1,775              3,329              5,919                
Rentals -                      -                      -                      -                        
Refunds 726                 134                 534                 1,394                
Donations 500                 -                      -                      500                   
Miscellaneous Income -                      -                      -                      -                        
Total Revenues 154,534          44,236            76,008            274,778            

Expenditures
General Government 97,154            -                      -                      97,154              
Public Safety -                      -                      -                      -                        
Public Works 37,651            36,600            51,627            125,878            
Health and Welfare -                      -                      -                      -                        
Community and Economic Dev. -                      -                      -                      -                        
Recreation and Culture 6,918              -                      -                      6,918                
Other Functions -                      -                      -                      -                        
Debt Service -                      -                      -                      -                        
Total Expenditures 141,723          36,600            51,627            229,950            

Excess Revenues Over (Under) Expenditures 12,811            7,636              24,381            44,828              
Other Financing Sources (Uses)

Operating Transfers In -                      -                      -                      -                        
Operating Transfers (Out) -                      -                      -                      -                        
Total Other Financing Sources (Uses) -                      -                      -                      -                        

Excess of Revenues and Other Sources Over (Under)
Expenditures and Other Uses 12,811            7,636              24,381            44,828              

Fund Balance - Beginning 82,383            69,806            108,947          261,136            

Fund Balance - Ending 95,194$         77,442$         133,328$       305,964$         

The Notes to Financial Statements are an integral part of this statement
6



Exhibit F     

Change in Fund Balance - Total Governmental Funds (Exhibit E) 44,828$     

Amounts reported for governmental activities in the statement of 
activities (Exhibit B) are different because:

Governmental funds report capital outlays as expenditures.  However
in the statement of activities the cost of those assets is allocated
over their estimated useful lives and reported as depreciation expense.
This is the amount by which depreciation ($7,326) is exceeded by
capital outlay ($21,211) in the current period. 13,885       

Internal service funds are used by management to charge the costs
of certain activities to individual funds.  The net revenue (expense)
is reported with governmental activities (4,392)        

Change in net assets of governmental activities (Exhibit B) 54,321$     

For the Year Ended February 28, 2005

Village of Benzonia
Reconciliation of the Statement of Revenue, Expenditures
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

The Notes to Financial Statements are an integral part of this statement
7



Village of Benzonia
Proprietary Fund

Statement of Net Assets
February 28, 2005

Exhibit G     

Internal
Enterprise Service

Current Assets
Cash-Unrestricted 33,910$       113,164$     
Accounts Receivable 12,922         -                   
Due from Other Funds 145              55                

Total Current Assets 46,977         113,219       

Restricted Assets
Taxes Receivable 4,755           -                   
Cash-Retirement/Redemption 18,357         -                   
Cash - Bond Reserve 53,450         -                   
Cash - Replacement Funds 22,048         -                   
Cash - Construction 918              -                   

Total Restricted Assets 99,528         -                   

Capital Assets
Property, Pland & Equipment 1,203,001    312,972       
Less: Accumulated Depreciation (367,897)      (255,229)      

Total Fixed Assets 835,104       57,743         

Total Assets 981,609       170,962       

Bonds Payable 681,000       -                   
Due to Other Funds 39,479         -                   

Total Liabilities 720,479       -                   

Net Assets
Invested in Capital Assets - net of debt (1,048,897)   (255,229)      
Restricted for Debt Service 99,528         -                   
Unrestricted 1,210,499    426,191       

Total Net Assets 261,130$     170,962$     

Assets

Liabilities

The Notes to Financial Statements are an integral part of this statement
8



Village of Benzonia
Proprietary Fund

Statement of Revenue, Expenses
and Changes in Net Assets

For the Year Ended February 28, 2005

Exhibit H     

Internal
Enterprise Service

Operating Revenues
Charges for Services 72,846$       32,259$       
Miscellaneous -                   -                   

Total Operating Revenues 72,846         32,259         

Operating Expenses
Pump Station 15,657         -                   
Administration 32,730         -                   
Distribution 14,641         -                   
Customer Service 1,398           -                   
Water Tower 2,446           -                   
Equipment Operations -                   26,225         
Construction Expenses -                   -                   
Depreciation 29,427         17,060         

Total Operating Expenses 96,299         43,285         

Operating Income (Loss) (23,453)        (11,026)        

Non-Operating Revenues (Expenses)
Property Taxes 26,663         -                   
Tower Rent 12,822         -                   
State Grant 2,000           -                   
Interest Earned 547              4,329           
Gain on Sale of Assets -                   2,250           
Refunds 145              55                
Interest Expense (31,792)        -                   

10,385         6,634           

Net Income (Loss) (13,068)        (4,392)          

Retained Earnings - Beginning of Year 274,198       175,354       

Retained Earnings - End of Year 261,130$     170,962$     

The Notes to Financial Statements are an integral part of this statement
9



Village of Benzonia
Proprietary Fund

Statement of Cash Flows
For the Year Ended February 28, 2005

Exhibit I     

Internal
Enterprise Service

Cash Flows from Operating Activities
Operating Income (Loss) (23,453)$      (11,026)$      
Adjustments to reconcile operating 

income to net cash provided by
operating activities:
Depreciation 29,427         17,060         
Net Transfers -                   -                   
(Increase) Decrease in Current Assets
Accounts Receivable (1,693)          -                   
Due from Other Funds (145)             (55)               
 Inventory -                   -                   
Increase (Decrease) in Current Liabilities 
  Due to General Fund -                   -                   
Net Cash Flows From Operating Activities 4,136           5,979           

Cash Flows from Capital and Related
Financing Activities
Proceeds of Sale of Fixed Assets -                   2,250           
Acquisition of Capital Assets -                   (34,466)        
Tower Rent Received 12,822         -                   
State Grant 2,000           -                   
Refunds 145              55                
Payment of Bonds Payable (15,000)        -                   
Payment of Bond Interest (31,792)        -                   
Property Taxes 26,663         -                   
Net Cash Flows From Capital and 
Related Financing Activities (5,162)          (32,161)        

Cash Flows from Investing Activities
Interest Income Received 547              4,329           
Net Cash Flows From Investing Activities 547              4,329           

Net Increase (Decrease) in Cash
and Cash Equivalents (479)             (21,853)        

Cash and Cash Equivalents at 
Beginning of Year 129,162       135,017       

End of Year 128,683$     113,164$     

The Notes to Financial Statements are an integral part of this statement
10



Village of Benzonia
Fiduciary Fund

Statement of Net Assets
February 28, 2005

Exhibit J     

Trust & Tax
Agency Collection

Assets
Cash 2,307$         1,000$         
Due From Other Funds -                   -                   

Total Assets 2,307$         1,000$         

Liabilities
Due to Other Funds 1,328$         1,000$         
Due to State 420              
Due to Others 559              -                   

Total Liabilities 2,307$         1,000$         

The Notes to Financial Statements are an integral part of this statement
11



Village of Benzonia
Fiduciary Fund

Statement of Changes in Net Assets
For the Year Ended February 28, 2005

Exhibit K      

Trust &
Agency

Additions
Tax Collection 1,404$         
State Withholding Taxes 2,333           
Workers Comp Refund 728              

Total Contributions 4,465           

Interest Income -                   

Total Additions 4,465           

Deductions
Tax Disbursements 1,404           
State Withholding Disbursements 2,323           

Total Deductions 3,727           

Change in Net Assets 738              

Net Assets - Beginning of Year 1,569           

Net Assets - End of Year 2,307$         

The Notes to Financial Statements are an integral part of this statement
12



Village of Benzonia 
Notes to Financial Statements 

February 28, 2005 

13 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The financial statements of the Village of Benzonia have been prepared in accordance with 
generally accepted accounting principles.  The Governmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Village’s accounting policies are 
described below.  
 
Effective March 1, 2004, the Village adopted GASB Statement No. 34, Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments.  
Certain of the significant changes in these statements include the following: 
 

• Depreciation on capital assets of the Village. 
• Financial statements using the accrual basis of accounting for all the Village’s 

activities as adjusted for capital assets and depreciation. 
• A change in fund financial statements to focus on major funds. 

 
A. Reporting Entity   
The Village of Benzonia was incorporated in 1891 as a general law Village. It operates under an 
elected President-Council form of government.  The Village population as of the 2000 census 
was 519 and the current state taxable value is $13,208,911. 
 
The criteria established by Statement 14 of the Governmental Accounting Standards Board for 
determining the various governmental organizations to be included in the reporting entity's 
financial statements are based primarily on the concept of financial accountability. On this basis, 
accordingly, the financial statements of certain other governmental organizations are not 
included in the financial statements of the Village. 
 
Benzonia Public Library - The Benzonia Public Library is located in the Village and serves the 
general public.  The Library Board members are not appointed by, controlled by, or financially 
accountable to the Village Council.  Library operations and management functions are totally 
separate from the Village and the Library currently has a separate audit of its financial state-
ments. 
 
Based on these facts, the Village does not consider the Library part of its reporting entity.  
Accordingly the financial activity of the Benzonia Public Library has not been included in these 
financial statements. 
 
B. Government –Wide Financial Statements 
The government-wide financial statements (i.e., the statement of net assets and the statement 
of changes in net assets) report information on all of the non-fiduciary activities of the primary 
government.  For the most part, the effect of interfund activity has been removed from these 
statements.  Governmental activities, normally supported by taxes and intergovernmental 
revenues, are reported separately from business-type activities which rely to a significant extent 
on fees and charges for support. 



Village of Benzonia 
Notes to Financial Statements 

February 28, 2005 

14 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment is offset by program revenues.  Direct expenses are those that are clearly 
identifiable with a specific function or segment. Program revenues include: (1) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment; and (2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or segment. 
Taxes and other items not properly included among program revenues are reported instead as 
general revenue.   
 
Separate financial statements are provided for governmental funds, proprietary funds and 
fiduciary funds, even though the latter are excluded from the government-wide financial 
statements.  Major individual governmental funds and major individual enterprise funds are 
reported as separate columns in the fund financial statements. 
 
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund and 
fiduciary fund financial statements.  Revenue is recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows.  Property 
taxes are recognized as revenue in the year for which they are levied.  Grants and similar items 
are recognized as revenue as soon as all eligibility requirements imposed by the provider have 
been met. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenue is recognized as 
soon as it is both measurable and available.  Revenue is considered to be available if it is 
collected within the current period or soon enough thereafter to pay liabilities of the current 
period.  For this purpose, the government considers revenues to be available if they are 
collected within 30 days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  However, debt service 
expenditures, expenditures relating to compensated absences, and claims and judgments are 
recorded only when payment is due. 
 
The Village collects property taxes between July 1 and September 1.  After this time, the taxes 
become delinquent and must be paid at the County Treasurer's office.  The County pays the 
Village for uncollected taxes from the proceeds of revolving tax notes.  Personal property taxes 
are the responsibility of the Village to collect.  Delinquent real property taxes receivable are 
offset by deferred revenue for all Governmental Fund Types on the Village's balance sheet, as 
these amounts are not normally received within sixty days of year end, and are therefore not 
available to finance current operations. 
 
The local unit reports the following major governmental funds: 
 
General Fund - This Fund is used to account for all financial transactions not accounted for in 
another fund, including the general operating expenditures of the local unit.  Revenues are 
derived primarily from property taxes, state distributions, and other intergovernmental revenues. 



Village of Benzonia 
Notes to Financial Statements 

February 28, 2005 

15 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 
Special Revenue Funds – Special Revenue Funds are used to account for the proceeds of 
specific revenue sources that are legally restricted to expenditures for specified purposes.  The 
major Special Revenue Funds maintained by the Village are the Major and Local Street Funds.   
 
The local unit reports the following major proprietary fund: 
 
Enterprise Funds - Enterprise Funds are used to account for operations that are financed and 
operated in a manner similar to private business enterprises. The Water Fund is operated with 
the intention that the cost of providing water services to the public will be financed or recovered 
primarily through charges to users. 
 
Additionally, the government reports the following fund types: 
 
Internal Service Fund - Internal Service Funds are used to account for the financing of goods or 
services provided by one department to other departments on a cost-reimbursement basis.  The 
Village operates a Motor Vehicle Equipment Pool Fund.  
 
Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the 
Village in a trustee capacity or as an agent for individuals, private organizations, other 
governments, and/or other funds. The Tax Collection Fund and Trust and Agency Funds belong 
to this Fund Group. 
 
Private-sector standards of accounting issued prior to December 1, 1989, are generally followed 
in both the government-wide and proprietary fund financial statements to the extent that those 
standards do not conflict with the standards of the Governmental Accounting Standards Board.  
The government has elected not to follow private-sector standards issued after November 30, 
1989 for its business type activities. 
 
As a general rule, the effect of interfund activity has been eliminated from the government-wide 
financial statements.  Exceptions to this general rule are changes between the government’s 
water function and various other functions of the government.  Eliminations of these charges 
would distort the direct costs and program revenues reported for the various functions 
concerned. 
 
Amounts reported as program revenue include: (1) charges to customers or applicants for 
goods, services or privileges provided; (2) operating grants and contributions; and (3) capital 
grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenue rather than as program revenue.  Likewise, general revenue 
includes all taxes. 



Village of Benzonia 
Notes to Financial Statements 

February 28, 2005 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 
Proprietary funds distinguish operating revenue and expenses from non-operating items.  
Operating revenue and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 
principal operating revenue of the proprietary fund relates to charges to customers for sales and 
services, including tape fees intended to recover current costs such as labor and material to 
hook up new customers.  The portion of charges intended to recover the cost of the 
infrastructure is recognized as non-operating revenue.  Operating expenses for proprietary 
funds include the cost of sales and services, administrative expenses, and depreciation on 
capital assets.  All revenue and expenses not meeting this definition are reported as non-
operating revenue and expenses.   
 
D. Assets, Liabilities, and Net Assets or Equity 
Bank Deposits and Investments - Cash and cash equivalents are considered to be cash on 
hand, demand deposits, and short-term investments with a maturity of three months or less 
when acquired.  Investments are stated at fair value.  
 
Accounts Receivable - Accounts Receivable are recorded in the Water Fund at the time 
customers are billed for current services.  Uncollected delinquent accounts are placed on the 
customer's tax bill in the summer.  The County purchases any amounts not collected by the 
Village. 
 
Restricted Assets – The revenue bonds of the enterprise fund require amounts to be set aside 
for construction, debt service principal and interest, operations and maintenance, and bond 
reserve.  These amounts have been classified as restricted assets. 
 
Capital Assets – capital assets, which include property and equipment, are reported in the 
applicable governmental or business-type activities column in the government-wide financial 
statements. Generally, capital assets are defined by the government as assets with an initial 
individual cost of more than $500 and an estimated useful life in excess of two years. Such 
assets are recorded at historical cost or estimated historical cost if purchased or constructed. 
Donated capital assets are recorded at estimated fair market value at the date of donation.  
Village officials compiled an inventory during 1995.  At this time, costs were estimated for a 
large portion of the assets. 
 
Depreciation has been provided on these fixed assets using the straight line method over there 
estimated useful lives.  A half year of depreciation is taken in the year of acquisition. 
 

• Office Equipment & Furniture  5 years 
• Park Equipment and Structures  10 years 
• Roads and Paving    20 years 
• Buildings and Improvements  30 years 
• Water Fund    20-50 years 
• Motor Vehicles & Equipment  5-10 years 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 
Vacation and Sick Leave - The Village has a formal personnel policy including provisions for 
compensation of unused vacation and sick leave upon termination.  The policy is as follows: 
 
Upon leaving Village employment, current full-time employees shall receive compensation for: 
 

1. Unused vacation leave:  Regular hourly rate multiplied by the number of days accrued, 
not to exceed fifteen (15) days. 

 
2. Unused sick leave:  One-half the regular hourly rate multiplied by the number of days 

accrued, not to exceed thirty six (36) days.  
 
The accrued liability at February 28, 2005 was approximately $6,666. 
 
Long-Term Obligations - In the government-wide financial statements, long-term debt and other 
long-term obligations are reported as liabilities in the applicable governmental activities 
statement of net assets.  
 
Fund Equity - In the fund financial statements, governmental funds report reservations of fund 
balance for amounts that are not available for appropriation or are legally restricted by outside 
parties for use for a specific purpose. Designations of fund balance represent tentative 
management plans that are subject to change. 
 
NOTE 2 – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
A. Budgets 
The General fund and Special Revenue Fund types are under formal budgetary control.  
Budgets shown in the financial statements for these funds were prepared on a basis not 
significantly different from the modified accrual basis and used to reflect actual results and con-
sist only of those amounts contained in the formal budget approved and amended by the 
Village. 
 
In the body of the financial statements, the Village's actual expenditures and budgeted 
expenditures for the budgetary funds have been shown on the activity level as the budget was 
adopted. 
 
Encumbrance accounting is not used and appropriations normally lapse at year- end. 
 
B. Material Violations of Legal & Contractual Provisions 
P.A. 621 of 1978, as amended, provides that a local unit shall not incur expenditures in excess 
of the amount appropriated.  For the current year, the Village incurred the following 
expenditures in excess of the amounts appropriated. 

 
      Budget  Actual  Variance    
 
General Fund: Village Council  $ 11,661 $ 11761 $      (100) 
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NOTE 2 – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - continued 
 
The Village has adopted an investment policy; however it does not contain all information 
required by Public Act 196 of 1997.   
 
NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS 
 
Legal or Contractual Provisions for Deposits and Investments 
The Michigan Political Subdivisions act No. 20, Public Acts of 1943, as amended by Act No. 
217, Public Acts of 1982, and Public Act 196 of 1997 states the Village, by resolution, may 
authorize the Treasurer to invest surplus funds as follows: 
 

1. In bonds, securities, and other obligations of the United States or an agency or 
instrumentality of the United States. 

 
2. In certificates of deposit, savings accounts, deposit accounts, or depository receipts of a 

financial institution, but only if the financial institution complies with subsection (2).  
 
3.  In commercial paper rated at the time of purchase within the 2 highest classifications 

established by not less than two standard rating services and which matures not more 
than 270 days after the date of purchase.  

 
4. In United States government or federal agency obligation repurchase agreements. 
 
5. In bankers' acceptances of United States banks. 
 
6. In mutual funds composed of investment vehicles that are legal for direct investment 

vehicles that are legal for direct investment by local units of government in Michigan. 
 
Types of Deposits and Investments 
The Village maintains all its surplus funds with local banks in the form of savings/checking 
accounts and certificates of deposit.  Interpreting FDIC Reg. 330-8 regarding the $100,000 
insurance limit to apply separately to the demand and time deposits of a public unit, GASB 
statement 3 risk disclosures for the Village are as follows: 
 
At year-end, the Local Unit’s deposits and CD’s were reported in the basic financial statements 
in the following categories:  
 

      Amount    
Governmental Activities $ 373,180 
Business Type Activities    128,683 
Fiduciary Funds         3,307 
 
Total Deposits      505,170 
Insured     (171,865) 
 
Uninsured   $ 333,305 
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NOTE 4 - SUMMARY OF CAPITAL ASSETS 
 
Capital asset activity or the primary government for the current year is summarized as follows: 
 
Governmental Activities 

Beginning        Ending 
       Balance  Additions Deletions   Balance   

Capital Assets Not  
Being Depreciated 

Land    $   96,350 $ - $ - $   96,350 
 

Capital Assets Being  
Depreciated 

Buildings & Improvements     59,918  -  -      59,918  
Office Equip. & Furniture     17,083  -  -      17,083  
Park Equip. and Structures      56,513        1,580  -        58,093   
Roads and Paving        4,987      19,631  -         24,618 
Internal Service Fund- 

Motor Vehicle Equip.    296,506      34,966     (18,500)    312,972 
 

   435,007      56,177     (18,500)    472,684 
 
Accumulated Depreciation 

Buildings & Improvements     (42,647)       (1,518)  -     (44,165) 
Office Equip. & Furniture     (14,560)          (975)  -     (15,535) 
Park Equip. and Structures     (29,572)       (4,093)  -     (33,665) 
Roads and Paving           (125)          (740)  -             (865) 
Internal Service Fund- 

Motor Vehicle Equip.   (256,169)     (17,060)      18,000   (255,229) 
 

  (343,073)     (24,386)      18,000   (349,459) 
 
Net Capital Assets  

being Depreciated       91,934      31,791          (500)    123,225  
 

Total Capital Assets of  
Governmental Activities – 
 Net of Depreciation  $ 188,284 $   31,791 $       (500) $ 219,575 



Village of Benzonia 
Notes to Financial Statements 

February 28, 2005 

20 

NOTE 4 - SUMMARY OF CAPITAL ASSETS - continued 
 
Business-Type Activities 

Beginning        Ending 
       Balance  Additions Deletions   Balance   

 
1965 Bond Construction  $     22,525 $ - $ - $     22,525 
1975 Water Main Improvements      138,353   -  -      138,353 
1981 Water Tower Construction      226,188  -  -      226,188 
1998 Water Main Improvements      643,516  -  -      643,516 
1999 Water Main Improvements      107,946  -  -      107,946 
2000 Water Main Improvements          9,000  -  -          9,000 
Other Additions          55,473  -       -             55,473 
 

Total Cost     1,203,001  -  -   1,203,001 
   
Less Accumulated Depreciation      338,470        29,427  -           367,897 
 
Net Book Value   $   864,531 $     29,427 $ -      $   835,104 

 
Depreciation expense in the current year was charged to programs of the primary government 
as follows: 

 
Governmental Activities 
General Government    $     2,493 
Public Works               740 
Recreation and Culture           4,093 
Internal Service Fund         17,060 
 
 Total Governmental Activities   $   24,386 

 
Business-Type Activities 
Water & Sewer System    $   29,427 
 
 Total Business-Type Activities  $   29,427 

 
NOTE 5 - LONG-TERM DEBT  
 
The following is a summary of transactions that occurred in bonds payable during the year 
ended February 28, 2005: 
      Water Supply System 
   1975   1981   1998 Rev   1998 GO 
    Bonds    Bonds    Bonds    Bonds     Total        
Beginning Balance $   41,000 $   85,000 $ 219,000 $ 351,000 $ 696,000 
New Borrowing  -  -  -  -  - 
Principal Paid         3,000        5,000        3,000        4,000      15,000 
 
Ending Balance $   38,000 $   80,000 $ 216,000 $ 347,000 $ 681,000 
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NOTE 5 - LONG-TERM DEBT - continued 
 
Amount required to amortize long-term debt at February 28, 2005: 
 
   1975   1981   1998 Rev   1998 GO 
    Bonds    Bonds    Bonds    Bonds        Total          

2006  $     4,900 $     9,000 $   12,653 $   20,503 $      47,056 
2007         4,750        8,750      12,518      19,300         45,318 
2008         5,600        9,500      12,383      20,098         47,581 
2009         5,404        9,209      12,248      19,873         46,734 
2010         5,200        8,900      12,113      19,648         45,861 
2011-15      23,002      45,655      62,134    100,282       231,073 
2016-20  -      17,200      61,455      99,561       178,216 
2021-25  -  -      61,603      99,886       161,489 
2026-30  -  -      62,226      98,939       161,165 
2031-35  -  -      61,979      98,179       160,158 
2036-39  -     -         51,570      80,977       132,547 

 
     48,856    108,214    422,882    677,246    1,257,198 

 
Less: Interest       10,856      28,214    206,882    330,246       576,198 

 
$   38,000 $   80,000 $ 216,000 $ 347,000 $    681,000 

 
1975 Water Supply Revenue Bonds 
Interest on the bonds is payable at the annual rate of 5% payable January 1 and July 1 of each 
year, with principal amount due on January 1 of each year as follows: 
 

2005-2007   $   3,000 
2008-2015        4,000 

 
1981 General Obligation Water Supply System Bonds 
Interest is due April 1 and October 1 of each year at the rate of 5% with principal amounts due 
on October 1 of each year as follows: 
 

2005-2006   $   5,000 
2007-2010        6,000 
2011-2012        7,000 
2013-2016        8,000 

 
The Village Council called $36,000 of outstanding 1981 bonds for redemption April 1, 1999. 
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NOTE 5 - LONG-TERM DEBT - continued 
 
1998 Water Supply Revenue Bonds 
Interest on the bonds is payable at the annual rate of 4.5% payable May 1 and November 1 of 
each year, with principal amount due on May 1 of each year as follows: 

 
2005-2009   $   3,000 
2010         4,000 
2011         3,000 
2012-2015        4,000 
2016         5,000 
2017         4,000 
2018-2020        5,000 
2021-2024        6,000 
2025-2027        7,000 
2028-2030        8,000 
2031-2032        9,000 
2033-2035      10,000 
2036-2037      11,000 
2038       15,000 

 
1998 General Obligation Water Supply System Bonds 
Interest is due May 1 and November 1 of each year at the rate of 4.5% with principal amounts 
due on May 1 of each year as follows: 
 

2005-2009   $   5,000 
2010-2013        6,000 
2014-2016        7,000 
2017-2019        8,000 
2020-2021        9,000 
2022-2024      10,000 
2025-2026      11,000 
2027-2028      12,000  
2029-2030      13,000 
2031       14,000 
2032-2033      15,000 
2034       16,000 
2035-2036      17,000 
2037       19,000 
2038       21,000 
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NOTE 6 – RETIREMENT PLAN 
 
The Village has adopted a SIMPLE IRA plan.  It elected to contribute a matching contribution to 
each eligible employee up to 3% of the employee’s wages.  The Village accrued a contribution 
of $1,883 for the current year which they expect to pay in September 2004. 
 
NOTE 7 - SEGMENT INFORMATION - PROPRIETARY FUNDS 
  Internal  
  Enterprise Service 
 Water Fund Motor Vehicle Fund 
Operating Revenue     $     72,846  $ 38,838 
Depreciation             29,427     17,060 
Operating Income (Loss)          (23,453)    (11,026) 
Operating Transfers - In     -   - 

- Out     -   - 
Tax Revenues             26,663   - 
Net Income (Loss)           (13,068)      (4,392) 
Current Capital Contributed     -   - 
Plant, Property and Equipment                                 

- Additions     -      34,964 
- Deletions    -      18,500 

Net Working Capital          107,026    113,219 
Total Assets           981,609    170,962 
Bonds and Long-Term Liabilities        681,000   - 
Payable from Operating Revenue -Current           6,000   - 
                          -Long-Term      248,000   - 
Payable from Other Sources         427,000   - 
Total Equity           261,130    170,962 
 
 
NOTE 8 – RESTRICTED RETAINED EARNINGS 
 
Restricted Retained Earnings represents monies set aside in the Water Fund for specific 
purposes summarized as follows: 
 

Bond and Interest Redemption/Retirement $   23,112 
Bond Reserve          53,450 
Replacement Funds         22,048 
Construction               918 
 
       $   99,528 
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NOTE 9 - LEASING ARRANGEMENTS 
 
The Village leases the village parkland from the First Congregational Church of Benzonia.  The 
terms of the lease, which was signed on March 17, 1996, indicate a lease period of 20 years for 
recreational purposes only in exchange for rent of one dollar. 
 
In February 2001, the Village entered in to a five-year lease agreement with iPCS Wireless, Inc. 
of Delaware.  iPCS will lease space on the Village’s water tower for a wireless, communication 
antennae.  The lease calls for advance monthly payments of $1,000 commencing March 1, 
2001. 
 
NOTE 10 - RISK MANAGEMENT 
 
The Village pays an annual premium to Michigan Municipal Underwriters for its general 
insurance coverage through the Michigan Township Participating Plan. The Village carries 
coverage for property damage, liability, automobile, crime, and inland marine claims.  Also, the 
Village carries worker's compensation insurance with Michigan Municipal Worker's 
Compensation Fund and health insurance with Blue Cross/Blue Shield of Michigan. Settled 
claims resulting from these risks have not exceeded commercial insurance coverage in any of 
the past three fiscal years. 
 
NOTE 11 – CONTINGENCIES 
 
There is a dispute between the Village and a construction contractor over payment for services 
provided.  The Village contends it has paid in full for services provided.  The contractor has not 
negotiated the final payment tendered in prior years.  The Village plans to negotiate and resolve 
the conflict in 2005.  The Village has not established a contingent liability due to a low likelihood 
of a materially unfavorable outcome. 
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Budgetary Comparison Schedule

General Fund
For the Year Ended February 28, 2005

Schedule 1     

Original Amended Favorable
Budget Budget Actual (Unfavorable)

Beginning Fund Balance 82,383$     82,383$     82,383$     -$               
Resources (Inflows)

Property Taxes-Current 41,000       60,560       66,979       6,419         
Property Taxes-Delinquent 12,698       12,698       13,533       835            
Tax Collection Fees 1,000         1,000         1,768         768            
Trailer Park Tax 200            200            234            34              
Liquor License Fees 1,500         1,500         1,830         330            
Building Permit Fees 100            100            950            850            
State Shared Revenue 45,000       45,000       43,454       (1,546)        
Refuse Collection Fees 25,000       23,645       23,645       -                 
Sales -                 -                 100            100            
Interest Earned 1,000         815            815            -                 
Refunds -                 -                 726            726            
Donations -                 -                 500            500            
Miscellaneous Income -                 -                 -                 -                 
Transfers from Other Funds -                 -                 -                 -                 

Total Available for Appropriation 209,881     227,901     236,917     9,016         

Charges to Appropriations (Outflows)
General Government

Village Council 12,500       11,661       11,761       (100)           
Elections 1,000         681            681            -                 
Clerk 6,500         7,101         7,101         -                 
Treasurer 5,500         5,300         5,272         28              
Village Hall & Grounds 22,000       30,376       29,201       1,175         
Other General Government 28,898       45,173       43,138       2,035         

Public Works
Street Lights 5,100         6,076         5,601         475            
Sanitation 31,000       32,050       32,050       -                 

Parks & Recreation 15,000       7,100         6,918         182            
Other Expenditures

Contingencies -                 -                 -                 -                 
Transfers to Other Funds -                 -                 -                 -                 

Total Charges to Appropriations 127,498     145,518     141,723     3,795         

Budgetary Fund Balance 82,383$     82,383$     95,194$     12,811$     

Notes to Financial Statements are an integral part of this statement
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Village of Benzonia
Budgetary Comparison Schedule

Major Streets Fund
For the Year Ended February 28, 2005

Schedule 2     

Original Amended Favorable
Budget Budget Actual (Unfavorable)

Beginning Fund Balance 69,806$     69,806$     69,806$     -$               
Resources (Inflows)

State Gas & Weight 33,000       35,770       40,536       4,766         
State - Metro Act -                 -                 1,791         1,791         
Interest & Dividends Earned 1,400         1,400         1,775         375            
Refunds -                 -                 134            134            
Miscellaneous Income -                 -                 -                 -                 
Transfers from Other Funds -                 -                 -                 -                 

Total Available for Appropriation 104,206     106,976     114,042     7,066         

Charges to Appropriations (Outflows)
Routine Maintenance 17,400       18,041       17,471       570            
Traffic Services 1,000         956            956            -                 
Winter Maintenance 15,000       16,707       16,707       -                 
Administration 1,000         1,466         1,466         -                 
Contingency -                 -                 

Transfers to Other Funds -                 -                 

Total Charges to Appropriations 34,400       37,170       36,600       570            

Budgetary Fund Balance 69,806$     69,806$     77,442$     7,636$       

The Notes to Financial Statements are an integral part of this statement
26



Village of Benzonia
Budgetary Comparison Schedule

Local Streets Fund
For the Year Ended February 28, 2005

Schedule 3     

Original Amended Favorable
Budget Budget Actual (Unfavorable)

Beginning Fund Balance 108,947$   108,947$   108,947$   -$               
Resources (Inflows)

Property Taxes - Current 28,500       28,500       34,605       6,105         
Property Taxes - Delinquent 8,747         8,747         9,253         506            
State Gas & Weight 21,000       21,000       27,093       6,093         
State - Metro Act -                 -                 1,194         1,194         
Interest & Dividends Earned 2,000         2,000         3,329         1,329         
Refunds -                 -                 534            534            
Miscellaneous Income -                 -                 -                 -                 
Transfers from Other Funds -                 -                 -                 -                 

Total Available for Appropriation 169,194     169,194     184,955     15,761       

Charges to Appropriations (Outflows)
Routine Maintenance 45,247       41,813       33,569       8,244         
Traffic Services 1,000         1,000         171            829            
Winter Maintenance 13,000       16,434       16,434       -                 
Administration 1,000         1,000         1,453         (453)           
Contingency -                 -                 -                 -                 

Transfers to Other Funds -                 -                 -                 -                 

Total Charges to Appropriations 60,247       60,247       51,627       8,620         

Budgetary Fund Balance 108,947$   108,947$   133,328$   24,381$     

The Notes to Financial Statements are an integral part of this statement
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We have audited the financial statements of the Village of Benzonia for the year ended 
February 28, 2005 and have issued our report thereon dated July 7, 2005.  As part of our 
examination, we considered the Village's internal control structure. Our study and evaluation 
was more limited than would be necessary to express an opinion on the system of internal 
accounting control taken as a whole.   
 
In a continuing effort to improve the accounting system, financial reporting, and overall 
management, we offer the following comments and recommendations for you to consider. 
 
General 
Your Clerk and Treasurer maintained the records in good condition. Recorded revenues were 
deposited timely and intact, journals and ledgers were properly posted, Board minutes were 
maintained in good order and supporting documents and follow-up procedures appeared to be 
in good order. 
 
Cash Account Balances 
We noted a check from the 1998 Water Construction Fund has been outstanding for more than 
2 years.  An indication was made in the past that circumstances associated with the check 
would be resolved.  This is a repeat comment from prior years and we strongly recommend the 
issues be resolved as soon as possible. 
 
Budget Amendments 
Budget amendments are not needed for revenues unless required to balance expenditure 
increases.  PA 621 requires expenditures in the governmental funds be amended before over-
expenditure occurs. 
 
Computer System 
We noted the Village's current computer system (Apollo software) is not fully Y2K compliant.  As 
a result the Clerk had to enter various journal entries to enter detail and balance the funds.  We 
noted new software was purchased a few years ago and the Village plans to install the software 
in the near future.  
 
The Village’s chart of accounts does not conform to the State of Michigan uniform chart of 
accounts as required by statute.  This is a repeat comment from prior years. 
 
The current software does not allow for a year-to-date general ledger or included budgeted 
amounts on monthly revenue and expenditure listings. 
 
The new software should be installed and implemented to comply with the above 
recommendations.  The staff should be sufficiently trained to operate the system. 
 
investment Policy 
An investment policy was adopted by the Village but does not contain all information required by 
Public Act 196 of 1997.  We provided the necessary information to the Treasurer to update your 
policy.  A copy of the updated policy must be provided to all financial institutions used by the 
Village.  If assistance is needed in updating your policy, please contact us.   
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Paid Bills and Checks 
We noted checks were drawn from one fund to pay liabilities of another.  Subsequently funds 
were transferred to cover the checks.  It was explained this was done because a fund ran out of 
checks for a specific bank account.  We recommend this practice be curtailed and new checks 
be obtained before supplies deplete. 
 
Water System Payable to General Fund 
As noted in prior years, the Water System Fund made no payments to the General Fund for the 
amount due.  The Village Council should adopt a written plan to repay the $38,500 over the next 
2-3 years or pass a resolution to forgive some or the entire amount due.  The Council may 
consider earmarking part of the antennae rental for loan repayments.  This is a repeat comment 
from prior years. 
 
Bond Fund Surpluses 
The 1981 Bond Fund has a cash balance of $16,500 at year end.  Cash needs through the end 
of summer tax collection are $2,000.  As recommended in prior years, the Village should retire 
$12,000 of bonds early or attempt to decrease the millage rate to reduce the surplus over the 
next 2-3 years.   
 
The 1975 Revenue Bond Ordinance calls for a balance of $12,000 in the Bond Reserve Fund.  
The current balance is $23,000.  The council may want to consider retiring $8,000 of bonds 
early. 
 
General Fund Rental Expense 
We recommend creating separate rental expense accounts in the General Fund for those 
expenses related only to the Motor Vehicle Fund similar to those in the Major and Local Streets 
Funds.  This is a repeat comment from prior years. 
 
Miscellaneous 
We recommend tower rent in the Water System Fund be recorded in the rent revenue account 
and not combined with miscellaneous revenue. 
 
$500 in the Trust and Agency Fund for the Ball Park donation should be transferred to the 
General Fund as soon as possible. 
 
$559 in the Trust and Agency Fund for the Johnson Trust has remained unspent after many 
years.  The Council should review the status and the money or transfer it to the General Fund 
this year. 
 
The General Fund deposited monies from the State for the Metro act.  These monies should be 
paid or distributed to the Major Streets and Local Streets funds in the amount of $1,791.19 and 
$1,194.20 respectively. 
 
Closing Comments 
We will be happy to discuss any of these recommendations with you and assist you in their 
implementation.  As a matter of course, we will forward the necessary copies of this audit report 
to the State Treasury Department.  We further appreciate the courtesy extended our field 
auditors in the conduct of this audit engagement.  Should any questions arise on these financial 
statements or the conduct of our audit, please call upon us. 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
To the Village Council 
Village of Benzonia 
Benzonia, MI  49616 
 
We have audited the financial statements of the governmental activities, the business-type activities 
and each major fund of the Village of Benzonia, Benzie County, Michigan as of and for the year ended 
February 28, 2005, which collectively comprise the Village of Benzonia’s basic financial statements 
and have issued our report thereon dated July 7, 2005.  We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the Village’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on 
the financial statements and not to provide assurance on the internal control over financial reporting. 
Our consideration of the internal control over financial reporting would not necessarily disclose all 
matters in the internal control over financial reporting that might be material weaknesses. A material 
weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements in amounts that 
would be material in relation to the general purpose financial statements being audited may occur and 
not be detected within a timely period by employees in the normal course of performing their assigned 
functions  We noted no matters involving the internal control over financial reporting and its operation 
that we consider to be material weaknesses.  
 
Compliance 
As part of obtaining reasonable assurance about whether the Village of Benzonia’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncompliance that are 
required to be reported under Government Auditing Standards. 
 
However, we noted certain matters that we reported to management of the Village of Benzonia in a 
separate letter as part of the audited financial statements. 
 
This report is intended solely for the information and use of management and federal awarding 
agencies and pass-through entities and is not intended to be and should not be used by anyone other 
than these specified parties. 
 

 
 
July 7, 2005 
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